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Michigan Department of Health and Human Services
Lansing, Michigan

Independent Accountant’s Report

We have examined the state of Michigan’s compliance with Disproportionate Share Hospitals (DSH) payment requirements
listed in the Report on DSH Verifications as required by 42 CFR §455.301 and §455.304(d) for the year ended September 30,
2016. The state of Michigan is responsible for compliance with federal Medicaid DSH program requirements. Our
responsibility is to express an opinion on the state of Michigan’s compliance with federal Medicaid DSH program
requirements based on our examination.

Our examination was conducted in accordance with attestation standards established by the American Institute of Certified
Public Accountants, and General DSH Audit and Reporting Protocol as required by 42 CFR §455.301 and §455.304(d). Those
standards require that we plan and perform the examination to obtain reasonable assurance about whether the state of
Michigan complied, in all material respects, with the specified requirements referenced above. An examination involves
performing procedures to obtain evidence about whether the state of Michigan complied with the specified requirements.
The nature, timing and extent of the procedures selected depend on our judgment, including an assessment of the risks of
material noncompliance, whether due to fraud or error. We believe that the evidence we obtained is sufficient and
appropriate to provide a reasonable basis for our opinion.

Our examination was conducted for the purpose of forming an opinion on the state of Michigan’s compliance with federal
Medicaid DSH program requirements included in the Report on DSH Verifications. The Schedule of Annual Reporting
Requirements provided in accordance with 42 CFR §447.299 is presented for purposes of additional analysis and is not a
required part of the Report on DSH Verifications. Such information has not been subjected to the procedures applied in the
examination of the Report on DSH Verifications, and, accordingly, we express no opinion on it.

Our examination does not provide a legal determination on the state of Michigan’s compliance with federal Medicaid DSH
requirements.

Title 42 of the Code of Federal Regulations, section 447.299, requires that Medicaid uncompensated care cost be reported net
of third-party payments, including those received from Medicare and private insurance. However, on December 31, 2018,
CMS issued additional guidance indicating that the regulation and additional guidance related to including Medicare and
private insurance payments does not apply to hospital services prior to June 2, 2017. As such, Medicare and private insurance
payments are not included in the calculation of total uncompensated care costs presented in the Report on DSH Verifications.

In our opinion, except for the effect of the items addressed in the Schedule of Data Caveats Relating to the DSH Verifications,
the Report on DSH Verifications presents fairly, in all material respects, the state of Michigan’s compliance with federal
Medicaid DSH program requirements addressed by the DSH verifications for the year ending September 30, 2016.

This report is intended solely for the information and use of the Michigan Department of Health and Human Services, the
State Legislature, hospitals participating in the State DSH program, and the Centers for Medicare and Medicaid Services (CMS)
as required under 42 CFR §455.304 and is not intended to be, and should not be, used by anyone other than these specified
parties and for the specified purpose contained in 42 CFR §455.304.
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State of Michigan Disproportionate Share Hospital (DSH)
Report on DSH Verifications
For the Year Ended September 30, 2016

As required by 42 CFR §455.304(d) the state of Michigan must provide an annual independent certified
examination report verifying the following items with respect to its disproportionate share hospital
(DSH) program.

Verification 1:  Each hospital that qualifies for a DSH payment in the State was allowed to retain that
payment so that the payment is available to offset its uncompensated care costs for
furnishing inpatient hospital and outpatient hospital services during the Medicaid State
plan rate year to Medicaid eligible individuals and individuals with no source of third
party coverage for the services in order to reflect the total amount of claimed DSH
expenditures.

Findings: The results of testing performed related to this verification are summarized
in the Report on DSH Verifications (table) included with this report.

Verification 2: DSH payments made to each qualifying hospital comply with the hospital-specific DSH
payment limit. The DSH payments made in the Medicaid State plan rate year must be
measured against the actual uncompensated care cost in that same Medicaid State plan
rate year. The actual uncompensated care costs for the Medicaid State plan rate year
have been calculated and compared to the DSH payments made. Uncompensated care
costs for the Medicaid State plan rate year were calculated in accordance with Federal
Register/Vol. 73, No. 245, December 19, 2008, Federal Register/Vol. 79, No. 232,
December 3, 2014.

Findings: The results of testing performed related to this verification are summarized
in the Report on DSH Verifications (table) included with this report.

Verification 3:  Only uncompensated care costs of furnishing inpatient and outpatient hospital services
to Medicaid eligible individuals and individuals with no third party coverage for the
inpatient and outpatient hospital services they received as described in Section
1923(g)(1)(A) of the Act are eligible for inclusion in the calculation of the hospital-
specific disproportionate share limit payment limit, as described in Section 1923
(g)(1)(A) of the Act.

Findings: The total uncompensated care costs reflected in the Report on DSH
Verifications (table) reflects the uncompensated care costs of furnishing inpatient and
outpatient hospital services to Medicaid eligible individuals and individuals with no
third party coverage for the inpatient and outpatient hospital services received.
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State of Michigan Disproportionate Share Hospital (DSH)
Report on DSH Verifications
For the Year Ended September 30, 2016

Verification 4:  For purposes of this hospital-specific limit calculation, any Medicaid payments
(including regular Medicaid fee-for-service rate payments, supplemental /enhanced
Medicaid payments, and Medicaid managed care organization payments) made to a
disproportionate share hospital for furnishing inpatient hospital and outpatient
hospital services to Medicaid eligible individuals, which are in excess of the Medicaid
incurred costs of such services, are applied against the uncompensated care costs of
furnishing inpatient hospital and outpatient hospital services to individuals with no
source of third party coverage for such services.

Findings: In calculating the hospital-specific DSH limit represented in the Report on
DSH Verifications (table), if a hospital had total Medicaid payments in excess of the
calculated Medicaid cost, the excess was used to reduce the total uncompensated care
costs.

Verification 5:  Any information and records of all of its inpatient and outpatient hospital service costs
under the Medicaid program; claimed expenditures under the Medicaid program;
uninsured inpatient and outpatient hospital service costs in determining payment
adjustments under this Section; and any payments made on behalf of the uninsured
from payment adjustments under this Section have been separately documented and
retained by the State.

Findings: The state of Michigan has retained documentation of costs and payments
associated with calculating the hospital-specific DSH limits contained in this report. The
state retains cost data through the collection of cost reports; Medicaid expenditure data
through the MMIS and other documentation; and uninsured data through the DSH
payment calculations and DSH examination.

Verification 6: The information specified in verification 5 above includes a description of the
methodology for calculating each hospital’s payment limit under Section 1923(g)(1) of
the Act. Included in the description of the methodology, the audit report must specify
how the State defines incurred inpatient hospital and outpatient hospital costs for
furnishing inpatient hospital and outpatient hospital services to Medicaid eligible
individuals and individuals with no source of third party coverage for the inpatient
hospital and outpatient services they received.

Findings: The documentation retained related to the calculation of the hospital-specific
DSH limits contained in this report includes a description of the methodology used to
calculate each hospital’s DSH limit under Section 1923(g)(1) of the Act. For DSH
payment purposes, the state defines the hospitals’ payment limits in accordance with
its state plan. For purposes of this examination, the state defines the hospitals’ payment
limits in accordance with 42 CFR §455.304.
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State of Michigan Disproportionate Share Hospital (DSH)
Schedule of Data Caveats Relating to the DSH Verifications
For the Year Ended September 30, 2016

During the course of the engagement, the following data issues or other caveats were identified
and are being reported in accordance with the requirements of 42 CFR §455.301.

(1) Medicaid Cost Report Settlements
Michigan calculated upper payment limit (UPL) recoveries and final settlements for all
hospitals in the state. As of the date of this report, adjustments overlapping the 2016
DSH year had not been fully completed for all hospitals. When completed in future
years, additional adjustments may result in additional Medicaid payments or
recoupments but the impact of those settlements may be minimized by changes in
allowable costs that would also need to be recognized in the uncompensated care cost.

(2) DSH Survey Not Submitted

The following hospitals did not submit all data requested for the 2016 DSH year. The
uncompensated care cost was calculated using cost report data and Medicaid data
received from the state MMIS. The hospital’s uncompensated care cost may be
misstated as a result. The impact is unknown.

e Healthsource Saginaw (230275)

e Pine Rest Christian Hospital (234006)

e Pontiac General Hospital (230013)

e Port Huron (Lake Huron Medical Center) (230031)
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Independence Declaration




=% MYERS..
‘n STAUFFER.

- CERTIFIED PUBLIC ACCOUNTANTS

'

To Whom it May Concern:

Myers and Stauffer LC declares it is independent of the state of Michigan and its DSH hospitals for the
Medicaid State plan rate year ending September 30, 2016

/”fe/"é’ wnd Stauffer L
Myers and Stauffer LC

December 10, 2019

DEDICATED TO GOVERNMENT HEALTH PROGRAMS 700 W 471th Street, Suite 1100 | Kansas City, MO 64112
pH 816.945.5300 | p1 800.374.6858 | Fx816.945.5301

www.myersandstauffer.com
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